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EXEMPTION OF DUES FROM BUSINESS AND OCCUPATION TAX

Issued July 8, 1966

Are dues paid to a non-profit bargaining association where the amount of such dues are based on a
percentage of the gross sales of the products marketed by each member exempt from taxation under the
Businessand Occupation Tax?

Taxpayer was a non-profit organization the purpose of which was to bargain for prices on crops
grown by its members.  The taxpayer served only its own members and did not engage in other commercial
enterprises.  The dues paid were based on a percentage of the gross sales of crops by each member and
were calculated only to reimburse the necessary expenditures of the association.

RCW 82.04.430(2) grant's an exemption from the measure of the Business and Occupation Tax for
amounts derived from dues. However dues which are for, or graduated upon, the amount of services
rendered by the recipient are not exempted.  The intent of the law is to exempt only such dues as are
exclusively for the privilege of membership.

The bargaining association received payments from its members which were based on that
member's production.  Thus, they were dependent upon the amount of service rendered by the association.
Under the holding in Red Shingle Bureau v. State, 62 Wn. 2d 341, the business services provided by
taxpayer bargaining association gave rise to income taxable under the Business and Occupation Tax.


